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Consumer protection and financial literacy can contribute to improved efficiency, transparency, competition, and access in retail financial markets by reducing information asymmetries and power imbalances between providers and users of financial services. Financial consumer protection has gained significance in policy debates, especially since the onset of the financial crisis in 2008. This paper presents the results of a survey on consumer protection regulations in 142 countries. The findings indicate that although consumer protection legislation is in place in the majority of countries, these This paper is a product of the Financial Access Team in Consultative Group to Assist the Poor, Financial and Private Sector Development. It is part of a larger effort by the World Bank to provide open access to its research and make a contribution to development policy discussions around the world. Policy Research Working Papers are also posted on the Web at http:// econ.worldbank.org. The author may be contacted at nmylenko@worldbank.org.
do not necessarily address the issues specific to financial services. There is some evidence that enforcement powers and monitoring capacity are limited in many countries, obstructing the effective implementation of the existing regulations. Furthermore, independent third party dispute resolution mechanisms are not widespread. The paper also compiles comprehensive information on laws and regulations relevant for consumer protection and discusses a number of challenges related to empirical analyses of financial consumer protection to enable crosscountry comparison.
Introduction
Consumer protection, in the broader sense, refers to the laws and regulations that ensure fair interaction between service providers and consumers. Government intervention and regulation in the area of consumer protection are justified on the basis of inherent information asymmetries and power imbalances in markets, with producers or service providers having more information about the product or service than the consumers. A consumer protection framework generally includes the introduction of greater transparency and awareness about the goods and services, promotion of competition in the marketplace, prevention of fraud, education of customers, and elimination of unfair practices.
Consumer protection frameworks in the financial service industry are evolving as products become more complex and a greater number of people rely on financial services. An effective consumer protection framework includes three complementary aspects. First, it includes laws and regulations governing relations between service providers and users and ensuring fairness, transparency and recourse rights. Second, it requires an effective enforcement mechanism including dispute resolution. Third, it includes promotion of financial literacy and capability by helping users of financial services to acquire the necessary knowledge and skills to manage their finances.
The recent crisis highlighted shortcomings in the existing consumer protection frameworks in high income countries and prompted a number of broad-ranging reforms. The crisis also made apparent the low levels of financial capability among users of financial services in developed countries. Lack of effective disclosure and the existence of deceptive advertising on the provider's side, and failure to understand financial products on the user's side contributed to the collapse of the sub-prime mortgage market in the United States. However, the problem is not limited to developed markets with highly complex products. In emerging markets, the challenge in this area is even greater.
Most countries have witnessed an unprecedented expansion of the financial services industry in the decade preceding the crisis. Hundreds of millions of people opened bank accounts, started transferring payments electronically and took out consumer loans. In most cases, the development of the retail financial services industry preceded the development of consumer protection legislation. Bosnia and Herzegovina, Morocco and some states in India saw indebtedness rise sharply among microfinance borrowers in 2009, threatening sustainability of these markets. 1 Continued progress in expanding financial access requires introduction of basic protections for the clients of financial services. Knowing that their rights are effectively protected may bring in new customers to the financial sector, and encourage the uptake of new products. Additionally, the lack of sufficient competition for financial service providers and less awareness by consumers increases the degree of asymmetric information in underdeveloped financial markets, leading to a disadvantage on the part of consumers. Hence, an effective financial consumer protection framework is a key component of financial inclusion strategies.
In recent years, financial inclusion gained prominence in the development agenda. According to CGAP (2009) , only 30 percent of adults in developing countries are estimated to have access to basic deposit services and even fewer to credit, insurance and other financial services. The consequence of this is that the poor have to rely on more costly informal financial services to save and to borrow. This inequality of opportunities represents an obstacle to economic development. Effective consumer protection regulations and strengthening of financial capability promote equal access to financial services for all by reducing information asymmetries, enhancing competition and innovation, and increasing consumer participation in the financial system.
The literature on the broad topic of consumer protection is abundant. Yet, there are only a handful of comprehensive studies on the topic of consumer protection in financial services. 2 This paper contributes to the debate by providing an overview of financial consumer protection issues in the existing literature, and by providing empirical analysis on the links between consumer protection and financial sector outcomes, drawing on the new unique cross-country data set on financial consumer protection. To the best of our knowledge, this study is the first to systematically collect and analyze cross-country data on consumer protection regulations and policies in financial services. The data used in this paper come from a survey of financial regulators from over 140 countries conducted for the annual Financial Access survey by CGAP and the World Bank Group in 2010. 3 The survey and the paper only cover credit and deposit services, and do not include investments, pensions, insurance or other financial products.
Broadly, the results of the survey on financial consumer protection in deposit and loan services reveal that most countries have some form of consumer protection legislation in place, but these do not often address concerns specific to the financial services industry. We also find that enforcement mechanisms are weak, partially due to lack of resources, institutional capacity, and limited enforcement powers of regulators. Although effective third-party dispute resolution mechanisms are essential to implementation of the law, such mechanisms are not common. Additionally, we compile comprehensive information on the set of laws and regulations relevant for financial consumer protection based on the responses to the survey. 4 As part of the analysis we conduct a number of statistical tests and discuss the challenges related to the empirical research in the area of financial consumer protection.
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This paper is organized as follows. The next section surveys the literature on consumer protection in financial services by drawing on different areas including marketing, law and economics. Section 3 introduces and describes the data. Section 4 concludes.
Literature Review on Consumer Protection in Financial Services
Existing academic literature on financial consumer protection spans law and economics, but is rather limited. One strand of literature derives from behavioral economics and is closely linked to financial literacy. Behavioral economics has often been used to examine consumer behavior and the reasons behind certain consumer choices. This strand of literature acknowledges that the approach of standard models in economics-that is, rational consumers and competitive markets-may not always hold in actuality. In the financial sector specifically, some studies have argued that consumers are subject to certain behavioral biases, including vulnerability to marketing such as being likely to take up offers that are framed in simple terms (Benartzi and Thaler, 2002; Bertrand et al., 2004; Agarwal et al., 2006; Campbell, 2006) . Consumers may not be well-informed, they can get confused when they are presented with many alternatives, and can eventually make systematic mistakes, which could be exploited by providers. In this regard, even well-established and efficient disclosure requirements may not be sufficient. For example, Barr et al. (2008) note that disclosure of useful information to the mortgage borrower prior to signing is crucial, and it would be effective only to the extent that it can be comprehensible and to the point. Hence they suggest developing financial market regulations based on behavioral models in which the underlying reasons of certain decisions by the households are investigated, rather than modeling the way in which rational households should make their decisions. Campbell (2006) suggests the use of financial literacy as an avenue of remedy, in addition to well-designed financial consumer protection regulations. Elliehausen (2010) argues that the results of behavioral research could be useful in designing effective regulations in the credit market.
These research findings highlight the importance of financial literacy and disclosure requirements in mitigating information asymmetries in the market for financial products and services. The key challenge for the applied research going forward is to identify effective forms for disclosure. For credit products, evidence suggests that disclosing loan terms to customers can help reduce borrowing costs (Brix and McKee, 2010) . Despite their importance, there is no universally accepted set of disclosure requirements (i.e., which terms and conditions are to be disclosed and when, how information should be presented, etc.) For example, Ebers (2004) suggests that information overload reduces the usefulness of disclosure. One approach used to address this issue is through a standardized format in which information is disclosed to consumers, which often includes plain language requirements. 5 Brix and McKee (2010) suggest 5 that financial consumer protection regulation in low-access environments should make sure that plain language is used and that the use of complex formulas and calculations is avoided. Other studies (Collins et al., 2009, and FSD-Kenya, 2009 ) support this claim. For example, consumers prefer and better understand when they are quoted the dollar amount of payments and the number of months it will take them to pay off the loan, instead of the details of compounding. However, certain products are necessarily more complex and will require more information to be disclosed, though in the absence of financial literacy, it is unlikely that this complex information will be understood by the consumer. For example, a U.S. Government Accountability Office (GAO) study finds that people with limited language proficiency are less likely to have bank accounts and more likely to be susceptible to fraudulent practices (US GAO, 2010) . In an earlier study on review of regulations on the disclosure of rates and fees, the U.S. GAO (2006) comes to a conclusion that disclosure forms are complicated, and may contain conflicting information, confusing disclaimers.
Unfortunately systematic data on the levels of financial literacy and awareness of financial concepts remains limited. Lusardi and Tufano (2009) present the results of a household survey in the U.S. and find that awareness of financial concepts among borrowers is low, especially among women, elderly, and minorities. The authors find that borrowers with lower levels of financial literacy tend to transact in high-cost manners such as incurring fees. Based on household interviews in Australia, Wilson et al. (2009) report similar findings and suggest that low income consumers are not only more likely victims of abuse by lenders, but they are also less aware of consumer protection provisions and their rights to seek recourse.
Policy papers focusing on the review of consumer protection and financial literacy indicate that there is no one-size-fits-all approach when it comes to designing consumer protection and financial literacy policy. Financial literacy is low among the poor, especially in developing countries (Miller et al., 2010) . There is evidence that individuals lack even the understanding of interest rates (Porteous, 2009; FSD-Kenya, 2009 ). 6 Porteous and Helms (2005) note the large asymmetry between borrowers and lenders in microfinance in terms of awareness of the financial product or service, arising from illiteracy and inexperience on the part of borrowers, and differences in language and ethnicity. In this respect, providing financial education to the poor to raise their financial capability and establishing better consumer financial protection regulations may turn out to be a better option. Indeed, there is evidence that disclosure requirements lowered microfinance interest rates significantly in countries with competitive microfinance markets such as Cambodia, Peru, Ghana, many countries in Eastern Europe and the former Soviet Union where new price disclosure requirements are enforced (Brix and McKee, 2010) .
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Financial literacy programs and disclosure requirements alone are not sufficient for ensuring good financial consumer protection regulations that correct for information asymmetries and market failures. Regardless of financial literacy levels, service providers, if left unchecked, often have incentives to take advantage of information asymmetries and adopt unfair selling practices that allow for quick and large gains in profits. Hence, fair treatment provisions are also of importance in this regard. While all of these are, in general, aimed at correcting the information asymmetries in the market for financial products and services, another aspect of financial consumer protection is the existence and accessibility of third-party recourse mechanisms. There is not much written on fair treatment practices and recourse mechanisms in the academic literature. The policy paper by Brix and McKee (2010) , however, considers these two issues in the context of low-access environments. Brix and McKee (2010) caution the policymakers that fair treatment provisions should be designed in such a way so as not to deter access to financial services. They also suggest starting with a discussion of standards for internal dispute resolution mechanisms, which is more widely feasible than third-party recourse mechanisms.
Two recent papers are particularly relevant for our research presented here. Rutledge (2010) provides a detailed analysis of financial consumer protection in banks and non-bank financial institutions in nine countries in Europe and Central Asia. In these transition economies, financial services have developed rapidly in recent years, presenting unique challenges. The assessment draws on the experience of these countries and provides lessons learned from developed economies. Another study by Brix and McKee (2010) considers the specific challenges faced by low income countries. Our analysis draws heavily on the results of these two papers and provides a high level assessment of consumer protection framework in 140 countries.
Data on Financial Consumer Protection
This section provides a description of the cross-country data set on consumer protection laws and regulations collected for the Financial Access 2010 database by CGAP and the World Bank Group. The survey covered the following main aspects of a consumer protection framework: (i) scope of existing legal framework; (ii) supervisory and enforcement powers; (iii) recourse mechanisms.
Legal Framework

Existing legislation
Among the 142 countries responding to the survey, 118 report having laws containing provisions relevant for consumer protection in financial services, most of which were passed or revised in the last two decades. Figure 1 shows that these laws and regulations usually fall into one of the 7 three broad categories: (i) a general consumer protection law without explicit reference to financial services (77 countries), (ii) a consumer protection law with explicit reference to financial services (67 countries), and (iii) consumer protection regulations within the framework of financial sector legislation (77 countries). In most countries legal provisions relevant for financial consumer protection are diffused in multiple pieces of legislation. Thirty-six countries have all three types of legislation in place, while 45 countries have both a consumer protection law with an explicit reference to financial services and consumer protection regulations within the framework of financial sector legislation. In addition, a number of countries report having financial consumer protection provisions contained in other laws, including laws on payment systems, credit bureaus, insurance, pensions, and securities. Annex I provides a detailed list of all reported consumer protection laws and regulations.
The diffused nature of the legal provisions relevant to consumer protection in financial services poses a number of challenges. First, different laws may contain conflicting provisions, making compliance difficult. Second, the laws may assign supervisory and regulatory powers to a number of different agencies which poses a number of challenges in effectively implementing legislation. We discuss this issue in a greater detail in section 3.2 on institutional structure.
Consumer protection legislation is in a state of constant change, with the number of reforms having increased since the beginning of the global financial crisis in 2008. In the survey, 56 countries reported reforming consumer protection in financial services. The reforms take place in both developed and developing countries. For example, Madagascar and Moldova are introducing consumer protection laws. France, the U.S. and the U.K. all reform the structure of the regulatory bodies in charge of financial consumer protection.
Overall, the responses to the survey indicate that a basic legal framework for consumer protection is in place in most countries, though it may not be comprehensive in terms of its coverage of the issues pertinent for financial services. The survey considers two broad sets of consumer rights provisions-fair treatment and disclosure (see Figure 2 ). Fair treatment provisions covered by the survey include restrictions on deceptive advertising, abusive collections, unfair or high-pressure selling practices, and breach of client confidentiality. In the survey 123 countries (87 percent) have at least one of these provisions covered by the legal framework. Disclosure requirements cover a broad range of contract characteristics that must be disclosed to the client at the account opening stage or during the period of the contractual relationship. At least some form of disclosure requirement regarding financial products and services is reported by 115 countries (81 percent). At the same time, a lower number of countries report the existence of a third party recourse mechanism-an important element of effective enforcement of consumer protection regulations. Only 82 countries (58 percent) report having these mechanisms such as an ombudsman or a mediation center. We also find that institutional arrangements for effective implementation of the legislation may be limited. We asked the regulators to report whether there is a dedicated unit or department tasked with 8 implementing financial consumer protection regulations. Only two-thirds of the 99 financial regulators that reported they were responsible for at least some aspect of financial consumer protection had a designated unit or team to work on these issues. Further analysis also indicates that these units or departments often handle a broad range of other tasks.
Fair treatment provisions
The purpose of the consumer protection regulation is to ensure fairness. While a variety of specific provisions fall into the fair treatment category, the survey focused on the four basic areas mentioned above. We find that, even though the majority of countries in the sample have fair treatment provisions in place, these are often not comprehensive and do not necessarily address financial products and services. Figure 3 shows that the most common provisions restrict deceptive advertising and breach of client confidentiality. Often these provisions are part of existing broad legislation. Entering into a financial contract must be based on trust and client confidentiality has been historically protected by bank secrecy provisions in most civil law countries and is implied in contractual law in common law countries. Similarly, restrictions on deceptive advertisement in many countries are a part of general commercial law and basic consumer protection legislation. At the same time only about half of the countries have provisions restricting unfair and high-pressure selling practices and abusive collection practices, which are particularly important in financial services, especially due to the potential link between the two. For example, a customer who is pressured to take on debt beyond his or her means is more likely to be a subject of a collections agent. Survey responses also indicate that in 13 percent of countries, legislation does not include any specific fair treatment provisions.
Disclosure requirements
Modern consumer protection regulations aim to empower consumers by allowing them to compare offers and thus enhance competition. Zingales (2004) argues that the benefits of government intervention in financial markets clearly exceed costs when it comes to disclosure requirements. As such, disclosure rules focus on requiring financial service providers to disclose information on the terms of financial products in a standardized manner to enable comparison. Disclosure may be required at the time of advertising or promoting a service (pre-sale disclosure), at the time of signing a contract (account opening) and during the period of the contractual relationship (periodic through regular statements and occasional when terms of service change). The survey covers disclosure at account opening and periodic disclosure in detail, only focusing on deposit and credit services. Figure 4 shows that banks are more likely to be subject to disclosure requirements than other types of financial institutions. In addition, disclosure requirements upon opening are more common than periodic requirements regardless of the type of institution. Only 66 countries (46 9 percent) require banks by law to submit periodic statements to customers -almost half the number of countries requiring disclosure upon opening. This number drops to 39 countries when looking at other regulated financial institutions, and only 4 countries (United Arab Emirates, Macedonia, Poland and Venezuela) require unregulated financial institutions to submit periodic statements to customers.
The type of information to be disclosed upon opening depends on the type of financial product. The survey asked whether there are certain general disclosure requirements at the account opening stage, regardless of account type, including: (1) plain language, (2) local language, (3) a standardized format for disclosure, and (4) disclosing recourse rights and processes. The survey then asked for information regarding disclosure requirements at opening for deposit and loan accounts. For deposit services, categories included: (1) the annual rate or yield, (2) the method of compounding, (3) minimum balance requirements, (4) fees and penalties, and (5) early withdrawal penalties. For credit services, categories included: (1) APR, (2) fees, (3) computation method regarding the average balance and interest, and (4) insurance requirements. Figure 5 plots the percentage of countries that have each of these requirements. Figure 5 shows that, while 61 percent of the countries that responded have plain language requirements, only 42 percent have local language requirements. As indicated above, the need to inform clients in local language may be particularly important for low income clients. Furthermore, 41 percent of the countries in our sample require the financial institutions to have a standardized format, such as a one-page "Key Facts" document, for disclosing information. Recourse rights and processes, without which disclosure requirements are practically nonbinding, are required to be disclosed in only 35 percent of the countries. In sum, general disclosure requirements beyond "plain language," which can be difficult to enforce, are present in less than a half of the countries.
Overall, disclosure requirements at opening on loan and deposit accounts are focused on rates and fees, and to a lesser extent on the manner in which these rates and fees are computed. Figure  5 shows that 35 percent of the countries in our sample do not require yields and/or interest rates to be disclosed at account opening to depositors and 39 percent do not require the disclosure of fees and penalties. Yet, 58 percent do not require the method of compounding to be disclosed, 54 percent do not require the disclosure of minimum balance requirements, and more than half do not require early withdrawal penalties to be disclosed. Only 37 countries reported that all five disclosure requirements are in place at account opening.
The state of disclosure requirements for credit services across countries is more or less similar to that of deposit services. At account opening 36 percent of countries do not require the APR to be disclosed and 34 percent of countries do not require disclosure of fees. At the same time method of computation is not disclosed in almost half of the countries (47 percent), and information on insurance (often mandatory) is not required to be disclosed in 58 percent of the countries in our sample.
Periodic disclosure becomes more important for products where the cost of the product depends on the use-such as credit cards or overdraft facilities. Although periodic disclosure requirements are not as commonly imposed as disclosure requirements upon account opening in all types of financial institutions surveyed, they are predictably more widespread for credit products ( Figure 6 ). About half of the countries require periodic statements to include outstanding balance for both deposits and loans and fees charged for the period. Periodic disclosure is more nuanced than disclosure requirements upon account opening, as financial institutions must balance providing enough information that is comprehensible, but not too much information where the customer no longer understands the details of the product. Furthermore, generic disclosure requirements that apply to all types of financial products may not be very effective. For example, a common and standardized price formula is not always able to address the growing complexity and diversity of financial products (U.S. GAO, 2006) .
The frequency of required periodic statements differs across countries. The majority of countries (64 percent) require statements on a monthly basis from banks; 9 percent on a quarterly basis; and 20 percent on an annual basis. For other regulated financial institutions, the pattern is similar. The frequency of periodic statements also varies depending on the financial product. For example, in Malaysia, loan statements have to be provided to customers at least once a year, while for deposit accounts, a statement has to be provided at least once a quarter. In Greece, monthly statements must be provided to credit card holders only. In Norway, the law specifies that statements be provided annually, but the institution is required to provide the customer with a statement more frequently if the account has been in use (credited or debited). As a result, a statement is usually provided monthly. With modern technology, the use of electronic statements in periodic disclosures provides a low-cost option for delivering periodic statements to the customers. It is important to ensure that customers have a choice in which form they receive their statements, as most low income customers, especially in developing countries, may not be able to access their statements online.
In addition to requiring disclosure by financial institutions, regulators themselves increasingly take steps to improve transparency in the markets. A number of countries regularly post fees and rates for deposit and credit products on the regulator's websites or in newspapers and the media.
Institutional Structure
Implementation of financial consumer protection laws and regulations relies on regulatory and supervisory agencies. The effectiveness of this institutional structure to a large extent determines the success in the implementation of the existing legal framework.
Countries take different approaches to supervising and enforcing consumer protection, reflecting variation in legal frameworks. Multiple regulators are often involved in overseeing consumer protection in relation to financial services. In countries with broad consumer protection legislation in place, the agency responsible for implementing this legislation may also have a responsibility for consumer protection in financial services along with other goods and services. Financial regulators, including central banks in many countries, also often have a responsibility for overseeing consumer protection in financial services as part of business conduct regulation of financial service providers.
Each approach has its challenges. The institutional approach to regulations, where for example a central bank implements consumer protection provisions in relation to regulated financial institutions, excludes unregulated financial service providers. Such an approach also poses implementation challenges, as it would likely entail multiple regulators with varying levels of capacity. A functional approach, with the focus on the service received by the consumer regardless of the type of the provider, can address the problem inherent in the institutional approach. However, agencies responsible for implementing broader consumer protection such as consumer protection authorities, competition authorities, or ministries of trade and industry, often face the challenge of assuming the responsibility for financial consumer protection as they lack the capacity and knowledge of the financial sector.
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Regardless of the chosen approach, effective implementation of the law requires clearly defining the role of the agencies involved and assigning a single entity for handling complaints and inquiries by consumers. In recent years several countries established a single agency responsible for consumer protection issues for retail financial services. Among them are the Financial Consumer Agency of Canada and the National Credit Regulator in South Africa that is solely responsible for retail credit. The United States and United Kingdom are also moving in this direction following the recent crisis.
In the survey, 70 percent of countries (99 countries) report that central banks or bank regulators are responsible for at least some aspect of financial consumer protection. 8 Of these, 68 countries assigned this work to a specific department or unit, the majority of which are relatively recent. Out of the 60 countries that provided their units' date of establishment, 65 percent were created after 1999, and 45 percent after 2005.
It is important to stress that often these departments also perform a number of other functions. In 31 countries, consumer protection work is assigned to a financial institution supervision department. In Austria, Botswana, Kenya, Macedonia, and Sri Lanka consumer protection is part of routine supervisory work with no organizational separation of consumer protection tasks from supervision activities. Philippines, Spain, Brazil, Israel, and Zimbabwe have a dedicated team or unit within the banking supervision department that handles consumer protection. An alternative approach taken by 13 countries is to create a dedicated department. In Czech Republic, the Consumer Protection Department reports directly to the Board of the Czech National Bank; in Ecuador the department reports directly to the Bank Superintendent.
The survey asked a number of questions on enforcement powers available to the regulators and on monitoring methods they use to ensure compliance. The responses indicate that enforcement powers are often limited. Figure 7 plots the availability of different alternatives for the regulators in cases of non-compliance with consumer protection laws by the financial institutions.
Regulators in around 50-60 percent of the countries have powers to issue warnings to financial institutions or impose fines and penalties for violation of consumer protection regulations, and about a third are empowered to issue a public notice of violation, require providers to refund excess charges or withdraw a license to operate. In a number of countries, even though the agency had the responsibility to monitor compliance with consumer protection regulations, the respondents stated that they were only authorized to take action if the violations posed a risk to financial stability, significantly limiting the regulator's ability to take action.
The respondents in the survey were also asked to provide the number of times each of the enforcement actions was taken. Unfortunately a small number of countries provided these data, partially due to weak monitoring systems discussed further in the section. Only about a quarter of regulators with the authority to take action against violations of consumer protection provisions provided statistics on the number of times they took these actions. Among these, only half issued more than 5 warnings and about a half imposed fines in 7 or more instances. Only Italy, Japan, Lithuania, Nicaragua, Slovenia and the United Kingdom report more than one case of issuing a public notice of violation. "Naming and shaming" is potentially the most powerful tool of a regulator. A recent study by the Office of Fair Trading (2009) of the U.K., assessing consumer credit interventions, suggests that the more public the actions against violating institutions, the higher the deterrent effect will be. As many financial consumer protection regulators reform their approach, it may be useful to evaluate the scope of enforcement powers that the regulators have under the legislation.
Monitoring compliance with financial consumer protection regulations is an essential element of effective implementation of the legislation. The survey responses indicate that no more than half of financial regulators monitor compliance through proactive means such as monitoring 13 advertisements and websites, operating complaints hotline, receiving complaint statistics from financial institutions, conducting consumer interviews and focus groups, and engaging in mystery/incognito shopping. Rather, the vast majority-67 percent-of those with the authority to enforce financial consumer protection monitor compliance through on-site inspections. This is not surprising, as compliance with consumer protection regulations is addressed as part of business conduct supervision which uses financial examination as the main tool. Yet this approach may not be sufficient to fully capture the scope and nature of the violations and direct contact with the user of services. Other methods mentioned above can enhance monitoring effectiveness of the responsible agency. Moreover, monitoring the trends in customer complaints can provide insights to the regulators for necessary adjustments in rules and regulations as financial products constantly evolve.
Dispute Resolution Mechanisms
In retail financial transactions, especially those involving low-income individuals, power imbalances between providers and users of financial services are substantial. An individual is unlikely to initiate and go through a legal process when subjected to unfair treatment due to insufficient resources and/or understanding. A modern financial consumer protection framework relies on two key mechanisms to address this concern. First, it involves financial institutions establishing an effective mechanism to receive and resolve customer complaints. Second, in case the complaint is not resolved within a reasonable time or the customer is not satisfied with the outcome, the complaint may be referred to a third party independent dispute resolution mechanism such as an ombudsman or a mediation service.
Surprisingly, only around one-third of the countries in the survey report the existence of laws or regulations that set standards for internal complaint resolution mechanisms for financial institutions. These standards include certain processes to be implemented, standards on the timely handling of complaints, and accessibility. The fact that there are no clear standards on handling and processing complaints in most countries raise doubts on the ability of the supervisory agency to monitor and assess how well financial institutions manage these complaints.
More than half of the countries in the survey (58 percent) report having a third-party dispute resolution mechanism. 30 percent of countries have a specialized financial ombudsman while 21 percent have a general ombudsman that handles financial consumer protection issues along with others. Different types of third-party dispute resolution mechanisms are not mutually exclusive and some countries have more than one type. Mediation services tend to be more common in Asia, where about half of the countries report their existence compared to a quarter or less in other regions. While 57 percent of high-income countries have financial ombudsmen, only 5 percent of low-income countries have them (see Figure 9 ).
The funding schemes of third-party dispute resolution mechanisms vary across countries. In 33 countries (out of 63 where data were available), ombudsmen/mediation centers are fully funded by the government, and in 22 they are fully funded by industry associations or members (service providers). In 8 countries, ombudsmen are public-private partnerships co-funded by the government and the private sector.
Ombudsmen/mediation centers work on a variety of complaints. The most common cause of complaints that was brought forth to third-party dispute resolution mechanisms based on the data reported in the survey is excessive interest rates or fees. Other causes include product-related issues for insurance, mortgage/housing loans, credit cards and ATM transactions. In a few countries, not being approved for a loan is brought up as a complaint.
In 53 of the 82 countries where third-party dispute resolution mechanisms exist, data on the number of complaints received were available (see Figure 10 ). Vast differences in statistics reflect the nature of these mechanisms as well as their levels of activity. For example, third party dispute resolution mechanisms vary greatly in terms of the process for submitting complaintsin some cases restricting the types of products on which complaints can be submitted. The number of complaints range from less than one per one million adults in Uzbekistan, Bulgaria and Poland (a total of 1, 5 and 9 complaints received, respectively) to 2.52 per 1,000 adults in the U.K. (127,471 complaints received) and 2.76 complaints per 1,000 adults in Portugal (24,863 complaints received). Thirty countries were also able to provide data on the number of cases processed and closed as well as the number of cases resolved in favor of the consumer. In the majority of these countries (70 percent), less than half of all complaints were resolved in favor of the consumer. These numbers also involve a large degree of cross-country variation. For example, in Singapore, only 2 percent of cases result in favor of the consumer while in Venezuela, the same number is as high as 97 percent. Nonetheless, cross-country comparisons of this type may not be very reliable due to the large variation in existing systems and regulations and the variation in the complaint causes. However, monitoring of complaints within a country on a regular basis provides essential information on the health of the retail finance market and can inform regulatory actions.
Data Analysis: Challenges and Implications for Future Research
In this section we discuss the results of statistical analyses conducted using the data from the survey. Figure 11 displays regional trends for 5 broad categories of a financial consumer protection framework: fair treatment practices, disclosure requirements upon opening, periodic disclosure requirements, at least one type of third-party dispute resolution mechanism, and a dedicated unit for financial consumer protection within the financial regulator. Overall, the high-income group has the highest percentage of countries with all 5 measures followed by countries in Latin America and the Caribbean.
The dataset collected through the survey provides information on a number of dimensions of financial consumer protection across countries using consistent methodology. Ideally, we would like to explore the links between the scope of financial consumer protection across countries and market outcomes, such as the level of financial access. However available data does not allow for such an investigation for a number of reasons. First, we only have a cross-country sample of data but no historical information, making it impossible to conduct any impact analysis due to endogeneity problems. Second, the specific impact of consumer protection regulations is likely to vary greatly within the economy-from individual to individual, and as such, it is best understood through micro-level studies. Consumer protection regulations may also only have an impact on a subgroup of the population, and not affect country-level statistics in a significant manner. Third, the survey mostly collected data on the nature of financial consumer protection regulations but not on whether they are implemented in practice. The data is also self-reported by the regulators. Even though we try to collect information to proxy for the effectiveness of enforcement, these measures are limited. Fourth, many of the regulations are very recent and may not have had the time yet to "work through" the system.
More importantly, there is a fundamental challenge to measuring the outcome of the financial consumer protection at the country level due to the complexity of transmission channels for this policy. One theory suggests that better consumer protection, including effective disclosure, fair treatment and reliable dispute resolution, would encourage greater use of financial services and lead to greater access to credit. This effect, however would only apply to the previously underserved groups. For the already-served groups the impact may be the opposite, where greater transparency on the available products, for example a credit card with high rates and fees, would induce clients to reduce the use of services. At the country level, the result on financial access-in terms of the number of individuals served-may be positive, negative or neutral. Another possible outcome, at least on the credit side, is better loan repayment and lower nonperforming loans, as consumers are able to better evaluate available options and avoid taking loans they are not able to repay. However, country-level data on non-performing loans is unreliable and often driven by a number of macroeconomic and institutional factors that are difficult to control for.
We have experimented with a number of composite indicators as well as testing direct correlations between each subcomponent and country level characteristics. Table 1 presents pair-wise correlations for 10 consumer protection indices using the survey data. Quantitative measures for financial consumer protection are positively and significantly correlated with one another, suggesting that once legislation is put in place, it normally covers most of the areas. Yet, the correlations between consumer protection variables and account penetration are small in magnitude, statistically insignificant, and in some instances have a negative sign. The results are similar if we use alternative specifications for the consumer protection variables. We have also tested for correlations between policy variables and levels of financial access, controlling for income per capita and other country level characteristics, but also do not find consistent and statistically significant correlations.
These statistical results are not entirely surprising due to a number of challenges discussed above. While the data collected in the survey provides a useful comparison of information on financial consumer protection, it is not sufficient to conduct any serious empirical analysis or design policy indicators. Further refinement of the methodology requires micro-level studies, collection of more granular outcome data, and availability of time series data.
Conclusion
This paper introduces and describes a new cross-country data set on financial consumer protection based on a survey of financial regulators in 142 countries. This is the first effort of its kind to collect information on the details of existing financial consumer protection legal and institutional frameworks using consistent methodology.
The analysis of the data provides a number of insights. First, most countries have some form of consumer protection legislation in place, though it often does not include provisions specific to the financial services industry. Second, enforcement powers and monitoring ability of supervisors are often limited. Third, unregulated financial institutions are rarely covered by existing financial consumer protection legislation. Fourth, regulations on financial consumer protections are often recent and many countries are actively reforming in this area. In sum, this is a new area of focus where much further analysis is needed to inform the policy making process and develop effective solutions.
To assist future research we also compile a comprehensive list of laws and regulations relevant for financial consumer protection reported by the countries in the survey in Annex I.
This analysis presents the first step in a systematic assessment of financial consumer protection across a large set of countries. Further refinements in methodology are necessary to better capture the effectiveness of the implementation of the existing financial consumer protection regulations. More importantly, a greater focus by regulators on monitoring compliance and collecting data on consumer complaints and on how they are resolved can help inform public policy. Regulatory impact assessments at the country level, including the impact on the users of financial services, as well as on the cost to financial institutions, are also an important * Refer to notes in Table 1 for definitions of Fair Treatment and Recourse Mechanism. Disclosure at Opening is an indicator variable that takes a value 1 if a country has at least half of the measures for disclosure requirements at account opening shown in Figure 5 . Periodic disclosure is an indicator variable that takes a value 1 if a country has at least half of the periodic disclosure requirements shown in Figure 6 . CP Unit is an indicator variable that takes a value 1 if the regulator has a specific unit designated to work on financial consumer protection. 
Variable definitions:
Monitoring: An indicator variable that takes a value 1 if the country has at least half of the monitoring measures in Figure 8 . Enforcement: An indicator variable that takes a value 1 if the country has at least half of the enforcement measures in Figure 7 . Fair treatment: An indicator variable that takes a value 1 if the country has at least half of the fair treatment measures in Figure 3 . Recourse: An indicator variable that takes a value 1 if the country has at least one third-party dispute resolution mechanism. Disclosure upon opening a deposit account: An indicator variable that takes a value 1 if a country has at least half of the disclosure requirements upon opening a deposit account and general disclosure requirements upon opening as in Figure 5 . Disclosure upon opening a loan account: An indicator variable that takes a value 1 if a country has at least half of the disclosure requirements upon opening a loan account and general disclosure requirements upon opening as in Figure 5 . Periodic disclosure requirement for deposits: An indicator variable that takes a value 1 if a country has at least half of the periodic disclosure requirements for a deposit account and general periodic disclosure requirements as in Figure 6 . Periodic disclosure requirement for loans: An indicator variable that takes a value 1 if a country has at least half of the periodic disclosure requirements for a loan account and general periodic disclosure requirements as in Figure 6 . Disclosure requirements for deposits: Combines disclosure requirements upon opening a deposit account and periodic disclosure requirements for deposits. Disclosure requirements for loans: Combines disclosure requirements upon opening a loan account and periodic disclosure requirements for loans. Protection (1991 Protection ( , 2010 are particular to financial services.
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Annex I: Consumer Protection Legislation
Bangladesh X X X X Belarus X X X X Belgium √ √ √ √
G Law on Business Practices and on Consumer Protection (1991) E Certain provisions in the Law on Business Practices and on Consumer
F Law on Payment Services (2010) O Law on Consumer Credit (1991); Law on Loans and Credit Facilities Secured by a Mortgage (1992)
Benin X √ X √
E Law on the Definition and Repression of Usury (1997) O Notices to Banks and Financial Institutions on Banking Conditions (1992)
Bolivia √ X √ X E Banking Act, Chapter 46:04 (1995) . The Banking Act has selected sections which cover consumer protection issues. Law 8.078, Consumer Defense Code (1990) . Law 8.078 is a general consumer protection law with an explicit reference to financial services. However, it does not have specific instruments for handling financial services. E Law 8. 078, Consumer Defense Code (1990) . Concerning financial services, all financial institutions must also comply with National Monetary Council (CMN) and Central Bank of Brazil regulations on (i) transparency of information in credit contracts, which must include all interest and costs charged in the normal course of the operation, the monthly and annual equivalent effective interest rate (Circular 2,905/1999, as /203 (2006) . These are regulations that apply to the supervision of the financial sector. There is no specific consumer protection law. O Business Code (1996) Cambodia X X √ X G Law No. 19.496, Rules on Protection of Consumer Rights (1997); Law No. 19.628, Protection of Privacy (1999 ) O DFL N°3, General Banking Act (1997 . The General Banking Act gives broad power to the Superintendency of Banks, including interpreting the law and enforcing it by establishing norms of banking consumer protection. In the updated norms issued by this superindentency, the following issues are addressed in the "Updated Compilation of Rules (RAN)": Chapters 1-3 on classification and solvency; 18-1√ on transparency of information to the public; 19-9 on information to the public; and 7-1 on interest and adjustments. Law 1328 , Title I: Financial Consumer Protection (2010 . Financial consumer protection in Colombia is a constitutional matter, covered by Articles 333, 335, and 78. Before June 2009, general rules on financial matters were addressed in the Financial System Organic Statute, Articles 72, 97, 98, 99, and 100 . Law 1328, Title I, which came into effect July 2010, explicitly refers to financial consumer protection. 
G Constitution (2009) F Rules for Customer Service and Users (of Financial Services) (2010)
Bosnia and Herzegovina
X √ X X E Consumer Protection Law of Bosnia & Herzegovina (2006) Botswana √ √ √ X
G Consumer Protection Act (1998). The Consumer Protection Act is under the Ministry of Trade and Industry.
F Banking Act, Chapter 46:04 (1995)
Brazil √ √ √ X G
F Law on Banking and Financial Institutions (1999)
Canada √ X √ X G
Cape Verde
X X X X Chile √ X X √China X X X X Colombia X √ √ √ E
E Law of Promotion of Competition and Effective Consumer Protection (1995). The Law of Promotion of Competition and Effective Consumer Protection
specifically establishes regulations for credit card issuers concerning information on users of its services. Additionally, there is regulation on the disclosure of information and the advertisement of financial products whose compliance is monitored by the General Superintendent of Financial Institutions. Competition and Effective Consumer Protection (1996) 
O Regulation of the Law of Promotion of
Denmark X X √ √
F Good Business Practice Act (2009) O Executive Order on Investor Protection in Connection with Securities Trading (2009)
Dominica X X X X Dominican Republic √ √ √ √
G General Law on Consumer Protection (2005) E Monetary and Financial Law, Article 52 (2002) F Regulation for Protection of Users of Financial Services (2006) O Law 288-05, Regulation of Credit Information Bureaus and Protection of Client Information, including Norms for Electronic Payments (2005)
Ecuador √ √ √ X
G Original Law on Consumer Protection (2000) E Law on Regulation of Maximum Effective Cost of Credit (2007) F Banking Board Resolution No. 306 (2006)
El Salvador Law of Consumer Protection (1996) . The regulation includes aspects of financial services but also of goods and services in general. (2010) O Orders from the Ministry of Economy and Finance that are not part of the Consumer Code also specify rules for informing customers and the general public on the terms and pricing applicable to the management of a deposit account or a payment account, on the manner of relations between payment service providers and their clients in terms of disclosure requirements to users of payment services, on identifying key provisions to be included in agreements on deposit accounts and contracts on payment services, and on the conditions of remuneration from funds received by credit institutions. (2007) . There are specific consumer protection matters in the procedures, laws, and government decrees of the Hungarian Financial Supervisory Authority. Consumer Protection Act (1986 ) E Consumer Protection Act (1986 ) O Banking Ombudsman Scheme (2006 Consumer Protection Act (1999 ) F Bank Indonesia Regulation No.7/6/PBI/2005 , Transparency in Bank Product Information and Use of Customer Personal Data (2005 No.7/7/PBI/2005 , Resolution of Customer Complaints (2005 Iran, Islamic Rep. of Consumer Protection Law (2009) . The Consumer Protection Law is a general law that covers many areas, including banks. F Banking Law (1983) . The Banking Law includes a clause referring to consumer protection. Law 10.12.1997 on Consumer Protection (1997 F Name of law not provided. O Law 10.12.1997 on Consumer Protection (1997 Lao PDR X X √ X
F Regulation of the Law of Consumer Protection (1996)
Estonia
Gambia, The
Grenada
X X X X Guatemala √ X X √ G
Iceland
X X X X India √ √ X √ GIndonesia √ X √ X G√ X √ X GIreland X √ √ X E
Kyrgyz Republic
√ X √ √ G
F Commercial Bank Laws and Depositor Protection Fund (2000)
Latvia √ X √ X Consumer Protection Law (2004) . The regulations for consumer protection are under the Directorate General for Consumer Protection of the Lebanese Ministry of Economy and Trade. Financial Institutions Act (1999); Insurance Act (1976) . The laws relating to banking and insurance consumer protection are indirect and fall under the Financial Institutions Act and Insurance Act, which requires transparency from practitioners in all its dealings and activities. Central Bank of Liberia Act (1999); New Financial Institutions Act (1999 G Law No. 1-1334 on Consumer Protection (1998 ) O Information Transparency of Law No. 861/96, General Banking, Financial and Other Credit Institutions, Article 106 (1996 . The law provides some measure of protection to customers of financial institutions. Deposits (1955 ), amended by Presidential Decree No. 1792 (1981 ) and Republic Act No. 7653 -New Central Bank Act (1991 Republic Act No. 6426 -Foreign Currency Deposit Act of the Philippines (1974 ), amended by Presidential Decree No. 1035 (1976 ) and Presidential Decree No. 1246 (1977 Republic Act No. 3765 -Truth in Lending Act (1963); Republic Act No. 8484 -Access Devices Regulation Act (1998); Presidential Decree No. 957, Section 18 -The Subdivision & Condominium Buyers' Protective Decree; Republic Act No. 7279 -Urban Development & Housing Act (1992); Republic Act No. 6977 -Magna Carta for Small & Medium Enterprises (1991 ), amended by Republic Act No. 8289 (1997 Loans & Credit and Related Financial Intermediation Services (2009); Law 16/2009 , On Payment Services (2009 Law 7/1998 , On General Contractual Conditions (1998 . There is different legislation for the protection of financial consumers in various operational provisions, both in law as Orders and in Circulars of the Bank of Spain.
G Consumer Rights Protection Law (1999) F Consumer Credit Regulations (2008)
Lebanon √ X X X GLesotho X X X √ OLiberia X X X √ O
Papua New Guinea
X X X X Paraguay √ X X √Peru √ √ √ X G Law
